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Å Analysis includes current valuation levels versus 
historical norms within and among various asset classes

Å Results rely on historical data (i.e. current price levels are 
compared to historical observations)

Å Historical time period used to calculate average 
observation is the past 15 years ending the most recent 
quarter-end

Å aƻǎǘ ŜȄƘƛōƛǘǎ ƛƴŎƭǳŘŜ ŀ ΨƳŜŘƛŀƴΩ ƭƛƴŜ ŀƭƻƴƎ ǿƛǘƘ 
breakpoints calculated assuming a normal distribution of 
outcomes:

Å Conditions are expressed as probabilities with the 
ƭƻǿ ŜƴŘ όм҈ύ ƛƳǇƭȅƛƴƎ ŀƴ άŜȄǇŜƴǎƛǾŜέ ǎƛǘǳŀǘƛƻƴ ŀƴŘ 
ǘƘŜ ƘƛƎƘ ŜƴŘ όфф҈ύ ŀǎ άƛƴŜȄǇŜƴǎƛǾŜέ ǾŜǊǎǳǎ ƘƛǎǘƻǊȅ

Å +/- 0.67 standard deviations represents the 75/25% 
outcomes

Å +/- 1.28 standard deviations represents the 90/10% 
outcomes

Å Yields, including dividend yield for equities, have been 
used throughout to create a consistent comparison 
when comparing one asset class to another

Introduction
MONTHLY VALUATION ANALYSIS
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Data Source: Bloomberg

Fixed Income Environment
MONTHLY VALUATION ANALYSIS
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TREASURY INDEX VS CASH

Treasury Index v Cash 50% 10% 25% 75% 90%

Inexpensive vs. History

Expensive vs. HistoryMedian: 15 yrs 

SD: 15 yrs
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CASH YIELD VS 10 -YEAR BREAKEVEN

Cash Yield v 10 Yr BE 50% 10% 25% 75% 90%

Inexpensive vs. History

Expensive vs. History
Median: 15 yrs 

SD: 15 yrs
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INVESTMENT GRADE CORPORATE OAS

U.S. IG Corporate OAS 50% 10% 25% 75% 90%

Expensive vs. History

Inexpensive vs. History

Median: 15 yrs 

SD: 15 yrs
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HIGH YIELD OAS

U.S. High Yield OAS 50% 10% 25% 75% 90%

Expensive vs. History

Inexpensive vs. History

Median: 15 yrs 

SD: 15 yrs
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U.S. Equity Valuations
MONTHLY VALUATION ANALYSIS
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WILSHIRE 5000 DIVIDEND YIELD %

Wilshire 5000 Dividend Yield 50% 10% 25% 75% 90%

Inexpensive vs. History

Expensive vs. History
Median: 15 yrs 

SD: 15 yrs

R² = 0.11
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Wilshire 5000 P/E Ratio

P/E RATIO & SUBSEQUENT EXCESS RETURN (OVER CASH)

Current P/E Ratio Linear (Return vs P/E)
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EQUITY TO TREASURY YIELD SPREAD

Wilshire 5000 Yield - 10-Yr Treasury 50% 10% 25% 75% 90%

Expensive vs. History

Inexpensive vs. History

Median: 15 yrs 

SD: 15 yrs
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Developed Market Valuations
MONTHLY VALUATION ANALYSIS
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MSCI EAFE DIVIDEND YIELD %

MSCI EAFE Dividend Yield 50% 10% 25% 75% 90%

Expensive vs. History

Inexpensive vs. History

Median: 15 yrs 

SD: 15 yrs
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EQUITY TO TREASURY YIELD SPREAD

MSCI EAFE - 10-Yr Treasury 50% 10% 25% 75% 90%

Expensive vs. History

Inexpensive vs. History

Median: 15 yrs 

SD: 15 yrs

R² = 0.03
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MSCI EAFE P/E Ratio

P/E RATIO & SUBSEQUENT EXCESS RETURN (OVER LIBOR)

Current P/E Ratio Linear (Return vs P/E)
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Emerging Market Valuations
MONTHLY VALUATION ANALYSIS
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MSCI EM Dividend Yield 50% 10% 25% 75% 90%

Expensive vs. History

Inexpensive vs. History

Median: 15 yrs 

SD: 15 yrs
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EQUITY TO TREASURY YIELD SPREAD

MSCI EM - 10-Yr Treasury 50% 10% 25% 75% 90%

Expensive vs. History

Inexpensive vs. History

Median: 15 yrs 

SD: 15 yrs

R² = 0.29

-40.0%

-30.0%

-20.0%

-10.0%

0.0%

10.0%

20.0%

30.0%

40.0%

0.0 5.0 10.0 15.0 20.0 25.0

5
-Y

r 
F

o
rw

a
rd

 E
x
c
e

s
s
 R

e
tu

rn

MSCI Emerging Markets P/E Ratio

P/E RATIO & SUBSEQUENT EXCESS RETURN (OVER LIBOR)

Current P/E Ratio Linear (Return vs P/E)
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Relative U.S. Equity: Size
MONTHLY VALUATION ANALYSIS
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U.S. SMALL CAP RELATIVE TO LARGE CAP

Avg Signal

Expensive vs. History

Inexpensive vs. History
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U.S. SMALL CAP RELATIVE TO LARGE CAP

SC - LC 50% 10% 25% 75% 90%

Inexpensive vs. History

Expensive vs. History
Median: 15 yrs 

SD: 15 yrs
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U.S. SMALL CAP RELATIVE TO LARGE CAP

SC / LC 50% 10% 25% 75% 90%

Inexpensive vs. History

Expensive vs. HistoryMedian: 15 yrs 

SD: 15 yrs
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U.S. SMALL CAP RELATIVE TO LARGE CAP

SC / LC 50% 10% 25% 75% 90%

Inexpensive vs. History

Expensive vs. History
Median: 15 yrs 

SD: 15 yrs
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Relative U.S. Equity: Style
MONTHLY VALUATION ANALYSIS

0%

25%

50%

75%

100%

A
v
g

. 
V

a
lu

a
ti
o
n

 S
ig

n
a

l

U.S. VALUE RELATIVE TO GROWTH

Avg Signal 50% 10% 25% 75% 90%

Expensive vs. History

Inexpensive vs. History
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U.S. VALUE RELATIVE TO GROWTH

Vl - Gr 50% 10% 25% 75% 90%

Inexpensive vs. History

Expensive vs. History
Median: 15 yrs 

SD: 15 yrs


